LCBB 5008 	MOCK EXAM
3 HOURS
Question 1
UK imports most of its food products. Which of the following would NOT be a possible consequence of the UK imposing a new import tariff? 
A. Political, Economic, Social, Technology, Environment, Labor
B. A reduction in inflationary pressure in the UK
C. A reduction in the volume of food items being imported thereby correcting the Balance of Trade deficit
D. An increase in domestic farmers’ production
E. None of the above

[bookmark: _Hlk192786145]Question 2
The UK government is working on mordernising UK road networks making them smart motorways. Over the years, fuel levy has been on an increase. This levy would be introduced under which policy? 
A.	Monetary policy since this is an example of a tax
B.	Monetary policy since this is an example of money supply control 
Fiscal policy since this is an example of money control mechanism 
C.	Fiscal policy since this is an example of a tax
D.	None of these

Question 3
Vodafone and Three are in merger negotiations for their UK operations, a case being looked into by the Competition and Markets Authority. What type of integration would this be?
A.	Forward vertical integration
B.	Forward horizontal integration
C.	Horizontal integration
D.	Backwards vertical integration
E.	None of the above

Question 4
Which of the following is the likely action by households during a period of high inflation? 
A. Hoarding of cash to ensure ready cash supply whenever needed
B. An increase in the demand for normal goods and a decrease in demand for inferior goods as households have higher disposable income and purchasing power
		 


 


 Decrease in unemployment percentage as production in businesses increases leading to higher demand for labour
C. Increase in speculation purchase increase of real estate properties as households seek to store value in assets fueling further increase in demand and consequently prices
D. None of these
----------------------------------------------------------------------------------------------------------------
 
Question 5
Despite Limited specialises in car tyre manufacturing with special contracts with renowned sports car distributors. Despite Limited started operating in May 2024 and was struggling securing a loan until February 2025 when they secured a low-interest loan of £250,000. Its long-run average costs have fallen due to efficient factory resource usage. Despite Limited also now enjoys lower borrowing costs (loan interests) evidenced by very low interest rate charged on its recent £250,000 loan. What is Despite Limited experiencing? 
A. Technical and marketing economies of scale
B. Technical and financial economies of scale
C. Technical and marketing economies of scope
D. Technical and financial economies of scope
E. None of these 

Question 6
Mary and Peter are a married couple living in a rented three-bedroom house in Coventry, United Kingdom? They got married in April 2022 and now have two children. Mary has been the only one working since they got married and works as a Health Worker in a local Supported Living Service earning £1,700 per month. 
Peter has been job hunting and finally got employed as a Healthcare Assistant in in July 2023 in Birmingham and earns £1,600 per month. 
Considering that both Mary and Peter are now employed, which of the following statements is true?
A. Mariana and Petar will demand and buy more of inferior goods and less of normal goods due to their increased disposable income since they could not afford these when only Mariana was working.
B. Mariana and Petar will demand and buy less of inferior goods and more of normal goods due to their decreased disposable income since they could not afford these when only Mariana was working.
C. Mariana and Petar will demand and buy more of inferior goods and more of normal goods due to their increased disposable income since they could not afford these when only Mariana was working.
D. Mariana and Petar will demand and buy more of normal goods and less of inferior goods due to their increased disposable income since they could not afford these when only Mariana was working.
E. None of the above

[bookmark: _Hlk192786355]Question 7
When considering price elasticity of demand and price elasticity of supply, which of the following statements is incorrect? 
A. Perfectly inelastic demand implies that a very small increase in price will result in a huge decrease in quantity demanded 
B. Perfectly elastic supply implies that a huge increase in price will result in a small decrease in quantity supplied 
C. Elastic demand implies that a very small increase in price will result in a huge decrease in quantity demanded 
D. Inelastic supply implies that a huge increase in price will result in a huge decrease in quantity supplied 
		 


 


None of these


Question 8
8. Which of the following best describes complementary goods?
A. Goods used together, where the price of one affects the demand for the other.
B. Goods where an increase in the price of one does not affect the demand for the other.
C. Goods where an increase in the supply of one leads to an increase in the demand for the other.
D. Goods that are not used together.
---------------------------------------------------------------------------------------------------------------------
Question 9
Which of the following statements is true about why supply curve slopes?
A. Downward slopping because as the price increases, demand increases
B. Downward slopping because as the price increases, supply increases
		 


 


 Upward slopping because as the price increases, supply increases
C. Upward slopping because as the price increases, demand increases
D. Upward slopping because as price increases, supply increases
Question10
John Limited uses a PESTEL tool in its planning.  Why do the company use PESTLE analysis ?
A. To help the management develop a deeper understanding of Supporting John Limited’s competitors  
B. Supporting John Limited’s management understand Supporting the company’s internal strengths and weaknesses in order to make informed decisions
C. Helps Supporting John Limited’s management identify and assess Supporting external influences that impact Supporting John Limited’s operations to support decision-making.
D. Helps Supporting John Limited’s management in understanding the pricing strategies that are best suited for its market
E. None of the above
Question11
Johanny is a beauty therapist specializing in massages, manicure and pedicure services in Telford, UK. She is concerned about the fierce competition in the market. She mentioned to you that she operates in a perfect competition market and that she has freedom to charge prices/ fees of her own regardless of what competitors are charging.
Which of the following are true about market structures in general:
A. Firms operating in a perfect competition market are mere price takers, there is freedom of entry into a perfect competition market and Johanny  appears to be operating in a perfect competition market
B. Firms in an oligopolistic market structure have all the freedom to set their own prices as this will not impact demand since they enjoy a monopoly of certain supplies
C. Firms in a monopolistic market structure like Johanny  enjoy legal monopoly and are not prone to new competition due to this legally implied monopoly and monopolistic nature of the market they operate in
D. Johanny  is actually operating in a monopolistic market structure with duopoly market structure benefits that protects Emma Foul
E. None of the above
Question12
Peter Ltd manufactures a special chip used in industrial robotics and is incorporated in the UK. Peter Engineering Ltd operates from its base in Newcastle and has a contract with MobilityAI Robotics AG a Germany based programmer who handle the final programming works for Peter Engineering Ltd. 
Peter Ltd an invoice from for the 1,000,000 chips programmed in the month to the value of €230,500 payable in sixty days. The exchange rate on the invoice date is €1.14/£1 and there has been some policy changes in the UK which may dampen investor confidence and depreciation of the Sterling Pound over the coming months coupled with some deepening recession pressure.
 
Which two of the following statements are true considering Peter Ltd’s situation and need to safeguard its finances? 
A. Peter Ltd is faced with both translation and transaction risk and should consider divesting from its German operations then match its €230,500 invoice from MobilityAI Robotics AG with a sale to an EU customer to be settled at the same time as this €230,500 invoice
B. Peter Ltd is faced with a translation risk and should enter into some foreign currency forward contract on this €230,500 invoice
C. Peter Ltd is faced with an economic risk and should consider expanding its operations into Germany. 
D. Peter Ltd is faced with some transaction risk and should consider matching its €230,500 invoice from MobilityAI Robotics AG with a sale to an EU customer to be settled at the same time as this €230,500 invoice
E. None of the above
Question 13
Which of the following statements is correct?
A. Gross National Income (GNI) is the total domestic and foreign output claimed by residents of a country
B. Gross Domestic Product (GDP)  is a measure of a country’s inflation
C. Gross National Product (GDP)  is a measure of a country’s local output
D. None of these

Question 14
Considering public goods and services, which two of the following statements are incorrect? 
 
A. Public goods are divisible and use can be allocated to specific households
B. Public goods are best supplied by public sector organizations to avoid profiteering by private sector firms
C. Public goods and services should be consumed or accessed by government employees only
D. National roads and security are examples of public goods and services 
E. None of these

Question 15
Which of the following two statements could be an argument in favour of Nationalisation? 
A. To prevent exploitation of citizens by businesses
B. To provide uninterrupted services of essential services e.g electricity and water
C. It enhances economies of scale and economies of scope
D. It improves efficiency by the sector
E. None of the above
Question 16
Nissan and Honda are in merger negotiations for their UK operations, a case being looked into by the Competition and Markets Authority. What type of integration would this be?
A.	Forward vertical integration
B.	Forward horizontal integration
C.	Horizontal integration
D.	Backwards vertical integration
E.	None of the above
Question 17
The Germany government is working on modernising the  road networks making them smart motorways. Over the years, fuel levy has been on the increase. This levy would be introduced under which policy? 
A.	Monetary policy since this is an example of a tax
B.	Monetary policy since this is an example of money supply control 
Fiscal policy since this is an example of money control mechanism 
C.	Fiscal policy since this is an example of a tax
D.	None of these
Question 18
All statements below are incorrect except which one?
A.	Businesses maximise profit when: Marginal Revenue (MR) is equal to Marginal Costs (MC)
B.	Businesses maximise profit when: Marginal Revenue (MR) is equal to Average Costs (AC)
C.	Businesses maximise profit when: Total Revenue (TR) is equal to Marginal Costs (MC)
D.	Businesses maximise profit when: Average Revenue (AR) is equal to Marginal Costs (MC)
 Question 19
Assume that Cadbury and Tesco are undergoing negotiations to combine into one business entity. If this goes ahead, what type of integration would this be given that Tesco is targeting acquiring Cadbury?
A.	Forward vertical integration
B.	Forward horizontal integration
C.	Horizontal integration
D.	Backwards vertical integration
E.	None of the above
Question 20
Between 2021 and 2022, the Bank of England increased interest rates over  a series of months. What is the effect? Interest rates are now being cut/ reduced. All of the following are likely effects of reduced interest rates except which one?
A. Increased demand on holidays and party dresses
B. Reduced spending on luxury goods and services followed by appreciation of the Sterling Pound
C. Reduced unemployment as companies seek to hire more employees to meet increased product demands
D. An increase in the demand for houses by house buyers
E. None of the above
Question 21
When considering aggregate demand and aggregate supply, a steep fall in the price of oil for an industry that uses huge columes of oil in its manufacturing processes would be shown as a: 
A.	A shift of the demand curve to the right 
B.	A shift of the supply curve to the right
C.	A shift to the demand curve to the left
D.	A shift of the supply curve to the left
E.	None of these
Question 22
Considering The Purchasing Power Parity Theory, a basket of goods in UK currently costs GBP14,000 whilst an identical basket in Germany costs €15,040. The current exchange rate is €1.17/GBP.
Assuming inflation in Germany will be 5% whilst it is 8% in UK at the end of the year, what will be the new equilibrium exchange rate?
A. €1.2229/£1
B. €1.1056/£1
C. €1.1776/£1
D. €1.1375/£1
E. None of these
Question 23
All of the following are ways in which a UK company can mitigate foreign currency economic risks except which one(s)?
A. Money market hedges
B. Leading on payables
C. Lagging on payables
D. Using forward contracts
E. All of the above
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The amount of money needed to cover basic costs such as housing, food, taxes etc within a certain time is known as
A. Cost of Living
B. Inflation
C. Lagging on payables
D. Using forward contracts
E. All of the above

Question 25
Which policy is concerned with money supply, interest rates and exchange rates – Bank of England
A. Cost of Living
B. Inflation
C. Monetary policy
D. Fiscal policy
E. All of the above

Question 26
The type of unemployment that is caused by a decline in the general level of economic activity is called.
A. cyclical unemployment
B. Fictional unemployment
C. Structural unemployment
D. Demand pull inflation
Question 27
Which of the following IS True? 
A. Businesses maximise profit when: Marginal Revenue (MR) is equal to Average Costs (AC)
B. Businesses maximise profit when: Total Revenue (TR) is equal to Marginal Costs (MC)
C. Businesses maximise profit when: Marginal Revenue (MR) is equal to Marginal Costs (MC)
D. Businesses maximise profit when: Average Revenue (AR) is equal to Marginal Costs (MC)

Question 28
An increase in National Income in real terms after adjusting for inflation
A. Economic growth
B. Balance of trade
C. Inflation 
D. Interest rate

Question 29
When total utility becomes maximum, then marginal utility will … 
A. Be greater than zero since marginal utility will be increasing
B. Be equal to zero 
C. Be less than zero since marginal utility will be decreasing 
D. Be greater than one 
E. None of these
Question 30
A government policy of buying and selling currency to ﬁxed exchange rates by using its oﬃcial currency reserves to create an exact match between supply and demand for its currency in the foreign exchange markets, in order to keep the exchange rate  unchanged.
A. Fixed exchange rates 
B. Floating exchange rates
C. Demand and supply rate 
D. None of the above

Question 31
A) The NHS provides health services and funded by the government in 1948  (Gov.uk, 1999). In light of government objectives,  are there any benefits to businesses in having health services provided by the NHS instead of private sector providers? Consider the effects of privatizing healthcare provision to your business.


B) The government assists students to access education and training using various policies including student finance introduced in 1998 for home domiciled students then updates followed (Gov.uk, 2020). You are the owner and manager of SweetSpot Limited a chocolate confectionary company.
In light of government role and objectives, explore how this support helps the government in achieving its goals. Does this benefit SweetSpot Limited in any way? If yes, how. If no why?
Gov.uk, 2020. www.gov.uk. [Online] 
Available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1013693




LCBB 5008    MOCK EXAM   3 HOURS   Question 1   UK   imports most of its food products. Which of the following would NOT be a  possible consequence of  the  UK   imposing a new import tariff?    A.   Political, Economic, Social, Technology, Environment, Labor   B.   A  reduction in inflationary pressure in   the   UK   C.   A reduction in the volume of food items being imported thereby  correcting the Balance of Trade deficit   D.   An increase in domestic farmers’ production   E.   None of the above     Question  2   The UK government is working on mordernising UK road networks making  them smart motorways. Over the years, fuel levy has been on an increase. This  levy would be introduced under which policy?    A.   Monetary policy since this is an example of a tax   B.   Monetary policy since this is an example of money supply control    Fiscal policy since this is an example of money control mechanism    C.   Fiscal policy since this is an example of a tax   D.   None of these     Question 3   Vodafone and Three are in merger negotiations for their UK operations, a case  being looked into by the Competition and Markets Authority. What type of  integration would this be?   A.   Forward vertical integration   B.   Forward horizontal integration   C.   Horizontal integration   D.   Backwards vertical  integration   E.   None of the above     Question  4  

